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PART  ONE:  INTRODUCTION 


This  lesson  is  concerned  with  the  bases,  procedures 
and  problems  related  to  the  assessment  of  special  purpose 
properties.  It  is  organized  into  seven  parts,  each  addressed 
to  a  particular  type  of  property  in  relation  to  assessment. 

The  first  part  is  designed  to  arrive  at  a  working  definition 
of  special  assessment  properties  which  include  railways, 
pipelines,  utilities,  mines,  golf  courses,  and  communications. 
Current  issues  and  certain  proposed  alternatives  to  existing 
valuation  methods  bearing  on  most  of  these  properties  are 
discussed  in  sequence.  A  tabulated  synopsis  of  special 
assessments  is  appended  at  the  end  of  this  lesson. 

1 .  The  Scope  of  Special  Valuations 

Under  the  terms  of  The  Assessment  Act,  special  valuation 
methods  of  one  kind  or  another  are  applied  to  a  broad  range 
of  transportation  and  communication  properties,  generally 
referred  to  as  Special  Assessment  Properties. 

This  group  of  properties  includes  railways,  and 
other  transportation  systems,  the  properties  of  suppliers 
of  water,  heat,  light  and  power,  the  pipe  lines  for  the 
transmission  of  oil,  gas  and  other  liquid-state  substances 
and  telegraph  and  telephone  companies.  In  addition  to 
private  enterprises,  special  provisions  govern  the  assess¬ 
ment  of  public  utilities  and  the  Hydro-Electric  Power 
Commission  of  Ontario.  Since  provisions  for  the  latter 
are  outlined  in  The  Power  Commission  Act,  only  broad 
reference  is  made  in  this  lesson. 
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11.  Toward  a  Tentative  Definition 


In  trying  to  develop  a  broad  working  definition  for 
special  assessment  properties,  let  us  first  explore  some 
of  the  basic  characteristics  which  differentiate  them  from 
other  property  categories.  It  seems  fair  to  suggest  on  an 
empirical  level  that  the  very  quality  which  justifies 
"special"  valuation  treatment  for  these  properties  lies  in 
the  broad  ways  in  which  they  differ  from  other  properties 
generally  found  in  a  municipality.  These  differences  may 
be  summarized  in  these  principal  ways:- 

1.  The  essence  of  this  difference  lies  first  in 

the  single  and  often  non-convertible  functional 

character  of  these  special  purpose  properties.  The  functional 
nature  of  special  purpose  operations  -  the  provision  of 
communications  and  transportation  services,  the  supply  of 
water,  heat,  electrical  power,  the  treatment  of  wastes,  the 
extraction  of  natural  resources,  the  provision  of  recreation 
facilities  etc.  -  makes  extensive  and  unique  requirements 
in  the  form  of  land  and  structural  holdings.  Thus,  railway 
operations,  for  example,  demand  rights-of-way  whose  unique 
dimensions  render  conversion  for  another  purpose  impractical. 
As  well,  yards,  freight  sheds,  structures  for  communications 
and  control  facilities,  workshops  and  others  are  required 
for  logical  and  operational  support.  These  properties, 
again,  must  be  considered  single-purpose  on  the  basis  of 
their  physical  features. 

2.  The  essence  of  this  difference  lies  in  the 
operational  scope  of  these  properties.  The  operational  scope 
is  determined  by  the  special  functional  character  of  these 
properties  which  require  that  services  be  provided  on  an 
inter-municipal  basis  and  beyond.  This  service  scope  in 
turn  makes  extensive  realty  holdings  necessary. 
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3.  The  essence  of  this  difference  lies  in  the  inter¬ 
municipal  character  of  these  properties.  The  services 
associated  with  transportation  and  communications  enterprises 
generally  ignore  the  political  boundaries  of  municipalities. 
For  various  operational  reasons,  company  resources  are 
normally  not  distributed  through  all  service  points  on  a 
uniform  basis.  For  this  reason,  the  difficulties  involved 
with  the  determination  of  the  total  value  of  a  company's 
assets  within  a  given  municipality  differentiates  these 
properties  from  other  property  types. 

4.  The  essence  of  this  difference  focusgs  on  the 
disproportionately  low  social  service  demand  levels 
generally  associated  with  these  properties.  As  a  rule, 
special  purpose  properties  do  not  demand  the  same  level  of 
social  services  which  is  directly  proportional  to  their 
revenue  contributions.  For  this  reason  industry  spokesmen 
have  argued  that  since  railway  rights-of-way,  telephone  and 
telegraph  lines  and  transmission  pipelines  do  not  place 
the  same  demands  on  social  services  as  other  property 
types,  they  should  be  accorded  preferential  considerations. 
This  raises  a  fundamental  and  philosophical  issue  to  which 
we  turn  next. 

III.  The  Rationale  for  Special  Valuation 


In  light  of  the  foregoing  differences,  it  has  been 
argued  that  the  'benefits  received'  principle  attached  to 
real  property  taxation  becomes  somewhat  inappropriate  to 
special  purpose  properties.  By  extension,  this  argument 
is  saying  that  because  the  demand  for  services  is  not  in 
direct  proportion  to  revenue  contribution,  the  application 
of  special  valuation  methods  is  justified.  But  is  this 
argument  really  tenable? 
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One  counter-argument  revolves  around  the  concept  of 
"public  goods".  By  "public  goods"  is  meant  the  type  of 
social  benefits  which  can  be  derived  irrespective  of  con¬ 
tributions  or  need.  Let  us  clarify  this  concept  by  con¬ 
trasting  it  with  the  notion  of  "private  goods'.  By  "private 
goods"  is  meant  the  type  of  possession  or  benefits  which 
are  derived  by  way  of  the  "exclusion  principle."  Thus, 
we  are  excluded  from  either  the  physical  possession  or 
direct  enjoyment,  or  both,  of  a  given  good  unless  we 
complete  the  transaction  through  the  accepted  medium  of  exchange. 
As  well,  the  "exclusion  principle"  so  applied  also  allows 
us  to  choose  the  given  good  in  exclusion  of  others.  Take 
the  case  of  an  automobile  for  illustration.  Under  normal 
market  conditions,  unless  we  complete  the  purchase,  we  are 
excluded  from  possession  of  the  automobile.  When  the 
transfer  is  completed,  we  pre-empt  the  benefits  which  can 
be  derived  from  ownership  in  the  exclusion  of  others. 

By  contrast,  the  allocation  of  "public  goods"  has 
been  elevated  above  the  normal  operation  of  the  market 
mechanism  on  account  of  their  character  and  the  nature  of 
their  benefits.  Accordingly,  all  "public  goods"  are  not 
subject  to  the  constraints  of  the  "exclusion  principle" 
in  that  they  involve  "joint  consumption".  By  joint  con¬ 
sumption  is  meant  that  the  enjoyment  of  given  benefits  is 
not  mutually  exclusive.  In  this,  the  simultaneous  use  of 
a  highway,  for  example,  neither  entails  exclusion  nor 
the  reduction  of  benefits.  At  the  same  time,  "public  goods" 
reflect  an  element  of  compulsion.  In  other  words,  wish  to 
participate  is  irrelevant.  So  is  the  question  of  direct 
benefit.  Thus,  it  is  immaterial  that  we  have  school  age 
children  or  that  we  endorse  public  education,  or  that  we 
anticipate  or  actually  derive  benefit  from  compulsory 
education . 
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The  fact  that  public  education  is  accepted  as  a  public  good 
imposes  the  condition  that  we  must  pay  for  it.  With  this 
clarification,  let  us  now  return  to  the  counter-argument 
stated  in  the  outset  of  this  section. 

On  the  basis  of  this  "public  good"  concept,  which  posits 
that  derived  benefits  are  independent  of  contribution  and 
use,  it  seems  valid  to  assume  that  since  all  municipal 
social  services  are  "public  goods"  in  the  real  sense,  they 
should  be  funded  irrespective  of  the  extent  of  their  enjoy¬ 
ment.  Accordingly,  an  attempt  to  justify  differential  valua¬ 
tion  methods  for  special  purpose  properties  on  the  "benefits 
received"  principle  becomes  quite  untenable. 

What,  then,  constitute  some  of  the  reasons  which 
justify  differential  valuation  methods? 

The  principal  reason,  it  seems,  lies  in  the  difficulty 
involved  in  ascertaining  "Market  Value"  ....is  the  amount... 
...that  might  be  expected  to  be  realized  if  sold  in  the  open 
market  by  a  willing  seller  to  a  willing  buyer".  (The 
Assessment  Act,  1969-1970,  Section  27(2)).  This  is  usually 
interpreted  to  mean  "value  in  exchange",  with  the  assumption 
that  a  market  sets  the  same  prices  for  physically  similar 
properties  in  similar  locations  in  the  same  geographic 
area  within  a  given  period  of  time.  Thus,  to  account  for 
some  of  the  peculiar  characteristics  intrinsic  in  special 
purpose  properties  which  render  the  determination  of 
market  value  difficult,  The  Assessment  Act  lays  down  special 
procedures  to  be  followed  in  their  valuation. 
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Outside  of  this,  special  valuation  may  also  be 
rationalized  on  the  ground  that  adopting  certain  types 
of  valuation  methods  tends  to  offset  some  of  the  problems 
of  "market  value"  assessment  in  the  absence  of  objective 
sales  data.  It  is  interesting  to  note  that  on  two  or 
three  types  of  special  assessment  properties,  The  Assessment 
Act  has  attempted  to  circumvent  the  problem  of  "market 
value"  by  way  of  a  notional  (i.e.  hypothetical)  sales 
approach  or  a  combination  of  income  approach  and  statutory 
rating.  The  notional  sales  approach  is  applied  to  assessable 
railway  buildings  and  structures.  Telegraph  and  telephone 
companies,  on  the  other  hand,  are  now  subject  to  a  5% 
straight  tax  on  gross  receipts,  pipelines  are  assessed 
according  to  a  set  of  statutory  rates  which  are  related  to 
lineal  length  and  diameter. 

IV.  A  Working  Definition 

In  light  of  the  foregoing  survey  of  a  relatively 
complex  field,  a  tentative  working  definition  of  special 
assessment  properties  may  be  offered: 

1.  Special  purpose  properties  constitute  a  distinct 
realty  category  in  that  special  legislation  is  generally 
required  to  account  for  their  different  assessment 
requirements.  In  this  respect,  valuation  bases  and 
procedures  are  either  outlined  in  specific  Acts  or  treated 
separately  under  individual  sections  of  The  Assessment  Act. 

2.  Special  purpose  properties  can  also  be  distinguished 
on  the  basis  of  their  non-convertible  character.  In  other 
words,  these  properties  are  designed  or  built  for  a  particular 
service  function  which  cannot  be  readily  converted  for  others. 
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3.  On  an  operational  level,  these  properties  are 
valued  according  to  either  one  or  two  of  the  methods  set 
out  below:- 

(i)  Statutory  rates  in  the  form  of  value  per  measure 
unit,  expressed  in  actual  dollar  terms.  This  form  of  rating 
is  applied  to  transmission  pipelines  in  lineal  form  and 

to  Hydro  Electric  transformer  and  generating  stations  in 
square  footage. 

(ii)  Gross  receipts  straight  tax  in  the  form  of 
a  predetermined  percentage  of  gross  income  revenue,  as 
applied  to  certain  communications  industries. 

(iii)  Fixed  assessment  as  in  the  case  of  golf  course 
lands  which  are  valued  at  rates  determined  by  a  munici¬ 
pality  for  a  defined  period. 

4.  And  finally,  form  a  strict  assessment  stand 
point,  these  properties  have  been  considered  "special"  on  the 
basis  that  their  valuation  methods  are  not  included  in 

the  Handbook  of  Cost  Factors.  Needless  to  say,  this 
distinction  is  somewhat  arbitrary.  Further,  the  criterion 
of  inclusion  will  change  in  time  as  the  Handbook  is 
continually  being  developed,  expanded,  revised  and  updated. 

V.  Trends  and  Forseeable  Developments. 

Before  we  anticipate  future  developments,  it  is 
useful  to  recount  the  factors  which  make  the  valuation 
of  special  assessment  properties  problematical: 
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1.  Their  unique  land  requirements,  their  inter¬ 
municipal  character,  their  variety,  complexity  and  the 
special  nature  of  their  real  estate  holdings.  This  is 
compounded  by  the  lack  of  a  market  which  would  allow 
comparative  sales  appraisal. 

2.  It  is  virtually  impossible  to  value  most  such 
properties  in  an  equitable  manner  on  a  municipality  by 
municipality  basis. 

3.  It  is  difficult  to  obtain  the  required  realty 
information  on  a  standardized  basis  in  order  to  value  the 
property  in  total.  These  issues  can  bear  some  elaboration. 

The  problem  of  realty  information  is  related  to  land 
Land  occupied  by  transportation  or  communications  companies 
has  usually  been  owned  by  them  for  a  long  time.  Railway 
lines,  for  example,  commonly  predate  the  commercial  and 
industrial  development  that  now  surrounds  them.  Some  of 
these  developments  may  be  related  to  the  railway;  others 
may  be  quite  independent  of  it.  Furthermore,  the  real 
estate  interests  of  transportation  and  communications 
enterprises  usually  involve  some  form  of  ownership,  however 
limited.  Over  the  years,  because  these  special  assess¬ 
ment  properties  rarely  change  hands,  market  value  can 
scarcely,  if  ever,  be  derived  from  actual  sales  information 
In  addition,  recent  changes  in  the  technological  base  of 
these  industries  tend  to  place  unique  stresses  and 
strains  on  their  land  holdings  and  render  their  "market 
value"  unstable. 
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And  finally,  a  transportation  or  communications 
enterprise  may  continue  to  hold  certain  lands  that  have 
become  of  very  little  value  to  it  for  lack  of  a  buyer 
for  property  of  such  specialized  shape  and  character. 

Or  land  may  be  held  by  a  railway  because  the  Board  of 
Transport  Commissioners  will  not  permit  the  company  to  abandon 
a  particular  route.  These  and  other  considerations 
drive  home  the  need  for  some  reform. 

The  Ontario  Committee  on  Taxation  made  a  number  of 
recommendations  in  its  report  which  related  to  the 
valuation  of  special  assessment  properties.  Probably  the 
most  fundamental  change  recommended  was  that  the  Provincial 
Government  should  assume  general  control  of  special 
assessment  valuation.  With  the  adoption  of  provincial 
assessment  on  January  1,  1970,  the  solution  to  some  of 
the  valuation  problems  became  a  distinct  possibility. 

As  a  single,  consistent  assessment  base  develops  on  a 
provincial-wide  basis,  some  of  the  negative  effects  of  non- 
uniform  valuation  are  expected  to  disappear. 

However,  there  remains  the  need  for  a  new,  perhaps 
more  realistic  approach  to  the  valuation  of  transportation 
and  communications  properties.  This  need  has  occasioned 
the  provincial  appointment  of  a  Special  Committee  to  explore 
principles  and  procedures,  and  to  make  recommendations  in 
this  area.  Consistent  with  the  spirit  of  our  governmental 
process,  the  Special  Committee  is  made  up  of  representatives 
from  government  and  industry  so  that  all  relevant  views 
are  reflected  and  considered.  Because  both  committee  work 
and  legislative  changes  are  necessarily  deliberative 
processes,  policy  decisions  are  still  pending  to  date.  But 
this  will  not  prevent  us  from  exposing  ourselves  to  some  of 
the  more  likely  alternatives  in  the  field  of  special  valuations. 
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It  is  with  these  preliminary  considerations  in  mind 
that  we  turn  now  to  discuss  specific  special  assessment 
properties . 
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PART  TWO:  RAILWAYS 

Before  the  automobile  era,  the  railway  had  a  near 
transportation  monopoly.  During  the  past  several  decades, 
however,  economic  factors  such  as  the  various  forms  of 
subsidized  transportation,  the  great  increase  in  the  use 
of  private  automobiles  and  trucks,  and  even  transmission 
pipelines  have  had  a  tremendous  effect  on  the  operation  of 
railways,  creating  obsolescence  in  their  property  holdings, 
impairing  their  value.  In  this  way,  railways  have  become 
part  of  a  highly  competitive  industry  and  must  be 
recognized  as  such. 

Without  delving  into  details,  we  can  observe  that 
the  percentage  of  total  intercity  traffic  carried  by  rail¬ 
ways  had  declined  from  an  estimated  76%  in  1926  to  about 
39%  in  1969,  whereas  the  shares  of  all  other  modes  of 
transportation  have  tended  to  increase  substantially. 

This  and  problems  connected  to  "abutting  land  assess¬ 
ment"  drive  home  the  problem  of  assessment  and  taxation  of 
railways  on  two  fronts:  (i)  the  difficulty  connected  with 
the  determination  of  "market  value"  of  railway  lands  and 
(2)  the  difficulty  involved  in  equalizing  railway 
assessment  with  locally  assessed  property.  With  these  prior 
considerations  in  mind,  we  may  proceed  to  look  at  the 
mechanics  of  railway  assessment. 

I.  The  Basis  of  Assessment 


Cash  Value  Assessment.  Railway  real  property  such 
as  stations,  freight  sheds,  offices,  warehouses,  etc.  which 
are  situated  on  any  highway,  street  or  road  are  assessed  at 
their  actual  cash  value  as  they  would  be  appraised  upon  a 
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notional  (hypothetical)  sale  to  another  company  possessing 
similar  resources.  (The  Assessment  Act,  R.S.O.  1970,  C32, 
Section  38  (2),  (c)  and  Subsection  (3)  ). 

Average  Land  Value  Assessment.  Railway  lands  and  rights- 
of-way  are  assessed  according  to  the  average  value  of  taxable 
land  in  the  locality  (Ref.  C.P.R.  v.  Sudbury  (1959),  O.W.N. 

328  (C.A.)).  This  is  usually  taken  to  mean  "abutting 

land  assessment"  by  averaging  the  value  of  land  adjoining 
railway  lands. 

Market  Value  Assessment.  Vacant  land  owned  by  the 
company  in  question  is  assessed  in  the  normal  manner  for 
vacant  land  as  stipulated  in  the  Assessment  Act,  i.e.  at 
its  "market  value".  (The  Assessment  Act,  Section  27). 

II  Assessment  Procedures 

Railway  taxation  procedures  are  set  out  in  detail  under 
Section  38  of  The  Assessment  Act. 

1 .  What  is  Assessable 

Railway  Real  Property.  The  real  property  of  railway 
companies,  such  as  stations,  freight  sheds,  offices,  ware¬ 
houses,  elevators,  hotels  and  repair  shops  are  assessable. 

(The  Assessment  Act,  Section  38(1)  (d) )  This  includes 

structures,  substructures ,  superstructures,  rails,  ties  and 
other  property  belonging  to  or  used  by  the  company  for 
railway-related  purposes  (2(c)). 
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Railways,  Rights-of-Way  and  Vacant  Land.  All  railway 
land,  right-of-way  and  vacant  land  owned  by  a  given  railway 
company  are  assessable.  (The  Assessment  Act,  Section  38(1) 
(a  ,  b ,  c )  )  . 


II  Exemptions 

1.  Summary  Exemption.  The  structures,  substructures, 
superstructures,  rails,  ties,  poles,  wires  and  other 
property  on  railway  lands  used  exclusively  for  railway 
purposes  or  incidental  thereto  (except  freight  sheds,  offices, 
warehouses,  elevators,  hotels , heating  plants,  round  houses 
and  machine,  repair  and  other  shops)  shall  not  be  assessed. 

(The  Assessment  Act,  Section  38,  (3)).  The  deciding  factor 

here  appears  to  depend  on  the  definition  of  exclusiveness 
of  usage,  and  if  the  test  is  satisfied,  exemption  will  obtain. 


2.  Exemption  from  other  Assessment.  A  railway  company 
assessed  under  Section  38  of  The  Assessment  Act  is  exempt 
from  assessment  in  any  other  manner  for  municipal  purposes 
except  for  local  improvement  and  except  for  business 
assessment  in  relation  to  hotels  under  section  7,  and  business 
assessment  on  the  portion  of  a  heating  plant  which  disposes 
its  heat  on  a  commercial  basis.  (The  Assessment  Act, 

Section  38 (5) ) . 


III.  Properties  Crossing  Municipal  Boundaries. 

We  noted  earlier  that  one  of  the  unique  features  of 
special  assessment  properties  is  their  tendency  to  extend 
into  two  or  more  municipalities.  The  Act  provides  that 
where  this  occurs,  the  portion  of  the  property  contained 
within  a  municipality  shall  be  assessed  separately  at  its 

value  as  an  integral  part  of  the  whole  property. 

(The  Assessment  Act,  Section  32(3)). 
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IV  Statutory  Rate  Assessment 

The  telephone  and  telegraph  plant,  poles  and  wires 
of  a  railway  company  that  are  used  exclusively  in  the  running 
of  trains  or  for  any  other  purposes  of  a  railway  and  not 
for  commercial  purposes  are  exempt,  but  when  used  for 
commercial  purposes,  these  wires  shall  be  assessed  at  $5.00 
per  mile  (The  Assessment  Act,  Section  8(10)  repealed  by  bill 
No.  207,  1972)  Since  provisions  for  statutory  rating  were 
removed  subsequent  to  the  repeal  of  section  8  of  The 
Assessment  Act,  and  since  no  further  directions  were  given 
with  respect  to  railway  wire  mileage,  it  is  generally 
assumed  that  it  is  now  exempt. 

V.  Business  Assessment: 

Railway  property  is  exempt  from  business  assessment. 
However,  hotels  owned  by  railway  companies  are  subject  to 
business  assessment  at  the  rate  of  30%  of  the  assessed  value. 
(The  Assessment  Act,  sections  38(5);  7.) 

VI .  Assessment  Process 

By  February  1st  of  each  year,  every  railway  company 
must  provide  the  clerk  of  every  municipality  in  which 
railway  property  is  situated  with  a  statement  outlining  all 
assessable  holdings.  The  clerk  forwards  this  statement 
to  the  assessment  commissioner  in  his  region.  (The 
Assessment  Act,  section  38(1)  (a,b,c,d).) 

Ill  Practical  Problems  and  Issues 

One  of  the  fundamental  difficulties  related  to 

railway  assessment  lies  in  ascertaining  the  average  value 
of  abutting  or  adjacent  lands.  This  provision  raises 
several  operational  questions: 
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1.  What  is  "average  value  of  land"?  According  to 
one  leading  court  decision,  the  assessment  "at  the  actual 
value  in  the  locality"  does  not  require  that  streets 

and  public  lanes  in  the  area  be  included.  "Value "  in  this 
context  meant  "value  in  exchange",  and  the  exclusion  of 
streets  and  lanes  was  necessary  to  attain  the  legislative 
purpose  of  equality.  (C.P.R.  v.  Sudbury,  (1961)  S.C.R.  39, 

26,  D.L.R.  (2d),  286,  82  C.R.T.C.  29,  affirming  (1959) 

O.W.N.  328 ) . 

However,  this  court  decision  cannot  be  interpreted 
to  allow  deductions  of  a  certain  percentage  acreage  for 
streets  and  lanes  as  in  adjoining  lands,  if  there  are  in  fact 
no  subdivisions  and  no  streets  or  lanes  on  the  company's  lands 
in  question  (C.P.R.  v.  The  City  of  Windsor.  Assessors' 

Review,  April,  1954,  p.2.) 

2.  How  is  "average  value  of  land"  determined? 

Again,  basing  our  initial  response  on  a  leading  court 
decision,  we  may  say  that  an  assessor,  in  assessing  the 
value  of  land,  is  required  to  determine  the  actual  value  of 
the  land  and  improvements  and  is  permitted  to  consider,  among 
"other  circumstances  affecting  the  value",  the  value  of 
contiguous  lands.  In  valuing  certain  railway  rights-of-way 
the  assessor,  after  considering  along  with  other  factors 

the  value  of  adjoining  lands,  tries  to  obtain  an  arithmetic 
mean  of  the  values  to  apply  to  the  railway's  acreage. 

(Re:  Assessment  of  C.P.R.  Lands,  Burnaby  (1961)  83,  C.R.T.C. 
347  ( B . C . ) . ) 

More  specifically,  the  effect  of  this  provision  is 
that  the  quantity  of  land  occupied  by  the  roadway  is  assessed 
at  the  same  average  land  value  as  if  such  land  had  not  been 
taken  for  the  purpose  of  railway  construction. 
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(Cornwall  Corporation  v.  Ottawa  and  N.Y.  Ry .  (1917)  A.C. 

399):. 


Thus  far,  we  have  only  glimpsed  at  two  of  the  basic 
operating  problems  involved  with  railway  assessment,  and  must 
concede  that  their  solution  would  ultimately  depend  upon 
legislative-legal  clarification  and  the  professional  skills 
of  the  assessor. 

In  addition,  railway  assessment  must  recognize  the 
development  of  urban  land  which  is  beyond  the  control  of  the 
railways.  This  apparently  adds  to  the  tax  burden  of  the 
railway,  without  any  prospect  of  compensating  increases 
in  revenue.  At  present,  if  planned  land  use  calls  for 
high-rise  apartments,  on  the  adjoining  land,  then  that 
land  value  may  be  set  for  the  roadway  of  the  railway 
on  the  strength  of  "abutting"  land  assessment  technique. 

To  offset  this  type  of  induced  value  fluctuation,  the  Ontario 
Committee  on  Taxation  has  suggested  the  exemption  of  rail¬ 
way  rights-of-way  from  taxation. 
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PART  THREE:  TRANSMISSION  PIPELINES 


I.  Assessment  Procedures 


( 1 )  Pipeline  Defined 

A  transmission  pipeline  is  defined  as  "a  pipeline 
for  the  transmission  of  gas  that  is  designated  by  the  owner 
as  a  transmission  pipeline  and  a  pipeline  for  the  trans¬ 
mission  of  oil"  (The  Assessment  Act,  1968-69,  c.  6, 
section  33(1)  (C)i.  Any  dispute  regarding  the  definition 

of  a  pipeline  is  to  be  determined  by  The  Ontario  Energy 
Board  and  the  Board's  decision  is  final,  (section  33(3).). 

( 2 )  What  is  Assessable 

Transmission  pipelines  are  assessed  according  to  a 
statutory  formula  which  sets  out  the  value  per  foot  of 
pipeline  in  relationship  to  diameter  size.  This  assessment 
includes  all  valves,  couplings,  and  protective  apparatus, 
as  well  as  all  labour  costs  associated  with  installation. 

A  different  set  of  cost  factors,  however,  applies  to  the 
valuation  and  distribution  pipelines  at  the  time  of  writing. 
These  cost  factors  have  yet  to  achieve  widespread  application. 

Beyond  transmission  pipelines  themselves,  land  and 
buildings  of  the  pipeline  company  are  liable  for  assessment 
in  the  municipality  in  which  they  are  situated.  Court 
decisions  have  affirmed  the  assessability  of  permanent 
heavy  steel  wire  fences  enclosing  meter  houses  and  meters 
which  constitute  an  integral  part  of  a  pipeline.  The 
decision  suggests  that  while  the  meter  was  by  definition  a 
part  of  the  pipeline  and  thus  could  not  be  separately 
assessed,  this  did  not  apply  to  the  fence,  and  a  separate 
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assessment  for  it  was  proper.  /'Trans-Canada  Pipeline  Ltd. 
and  the  Township  of  Winchester,  Assessors'  Review,  November, 
1960,  p.  2 J 

However,  compressor  facilities  ceased  to  be  considered 
part  of  a  pipeline  and  liable  for  assessment  as  land,  on 
January  1,  1967.  £~ The  Assessment  Act,  section  33(1)  (c)  .  For 

an  explanation  of  this  provision  see  The  Municipal  World, 

July,  1970,  p.  199.  On  the  assess abi li ty  of  natural  gas 
compression  facilities  see  District  Assessor  for  the  District  of 
Cochrane  v.  Trans-Canada  Pipelines  Ltd.  Supreme  Court  of  Canada, 
October  6  ,  19  70,./ 

(3)  Assessment  Technique 

Statutory  Fating 

Pipeline  assessment  is  real  property  assessment.  /The 
Assessment  Act,  section  33(14)/  Land  and  buildings  of  the 
pipeline  company  are  liable  for  assessment  at  market  value 
according  to  the  provisions  of  Subsection  1  of  section  27  of 
The  Assessment  Act. 

Transmission  pipelines  are  assessable  at  statutory  rates 
ranging  from  a  rate  of  $1.20  per  foot  of  length  of  pipe  of 
3/4"  inside  diameter  to  @26.70  per  foot  of  pipes  of  38"  outside 
diameter.  This  is  shown  in  the  accompanying  tables  below. 
However,  Bill  127  provides  that: 

"(5)  Subject  to  subsection  5a,  the  Department  shall  in 

each  year  in  each  municipality  adjust  the  assessment 
of  pipe  lines  determined  under  subsection  4  so  that 
such  assessment  shall  be  on  the  same  basis  as  the 
assessment  made  of  other  lands  in  the  municipality 
in  the  year  the  table  of  rates  applicable  to  such 
pipe  lines  comes  into  effect. 


(5a)  In  any  year  in  which  lands  generally  in  a  municipality 
are  assessed  differently  from  the  preceding  year,  the 
Department  shall  adjust  the  assessment  of  pipe  lines 
in  such  municipality  determined  under  subsection  4 
so  that  such  assessment  shall  be  on  the  same  basis 
as  the  assessment  of  other  lands  in  the  municipality 
made  in  that  year." 
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TABLE  I 


OIL  TRANSMISSION  PIPE  LINE 


Assessment 

Size  per  Foot 

of  Pipe  of  Length 


3/4"  to  1" . 

1  1/4"  to  1  1/2" . . 

2"  and  2  1/2" . 

3" . 

4"  and  4  1/2" . 

5"  and  5  5/8" . 

6"  and  6  5/8" . 

o  " 


10" 


14" 

16" 

18" 

20" 

22" 

24" 

26" 

28" 

30" 

32" 

34" 

36" 

38" 


Nominal  Inside  Diameter 


SI 

If 

II 

If 


Outside  Diameter 


1.20 

1.45 

1.70 

2.20 

2.70 

3.20 

3.70 
5.90 
6.80 
8.55 

9.20 
10.  35 

11.45 

12.45 

13.75 
14.  80 

15.70 

16.75 

17.70 
18.65 
19.50 
20  .  35 
21.  35 


TABLE  II 

FIELD  AND  GATHERING  PIPE  LINE 


Size 
of  Pipe 


Assessment 
per  Foot 
of  Length 


3/4"  to  1" . 

1  1/4"  to  1  1/2" . . 

2"  and  2  1/2" . 

3" . 

4"  and  4  1/2" . 

5"  and  5  5/8" . 

6"  and  6  5/8" . 

8" . 

10" . 

12" . 


$  .90 

1.09 
1.31 
1.69 
2.10 
2.47 

2. 89 
4.65 
5.  44 

6.90 


Nominal  Inside  Diameter 
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TABLE  III 

GAS  TRANSMISSION  PIPE  LINE 


Size 
of  Pipe 

Assessment 
per  Foot 
of  Length 

3/4"  to 

1 " . 

Nominal  Inside  Diameter.... 

$  1.20 

1  1/4"  to  1  1/2".. 

II  ll 

ll 

1.45 

2"  and  2 

1/2" . 

It  II 

If 

1.75 

3" . 

II  II 

ll 

2 . 25 

4"  and  4 

1/2" . 

II  II 

ll 

2.  80 

5"  and  5 

5/8" . 

II  II 

ll 

3.30 

6"  and  6 

5/8"  _ _ 

II  II 

if 

3.85 

8  " . 

II  II 

ll 

6 . 20 

10" . 

II  II 

ll 

7 . 25 

12" . 

II  II 

ll 

9 . 20 

14" . 

Outside  Diameter. 

10.00 

16" . 

II  II 

11.40 

18" . 

It  ll 

12.75 

20" . 

II  II 

14.00 

22" . 

ll  It 

15.65 

24" . 

II  It 

17.00 

26" . 

II  II 

18 . 25 

28" . 

ll  It 

19 . 70 

30" . 

If  II 

21.10 

32" . 

II  II 

22.50 

34" . 

II  II 

23.80 

36" . 

II  II 

25.15 

38" . 

ll  ll 

26.70 

Distribution  Pipeline  Rating.  Cost  rates  for 
distribution  pipelines  are  set  out  in  The  Manual  of 
Cost  Factors  as  shown  below.  At  present,  these  factors 
have  not  achieved  province-wide  applicability  because 
a  majority  of  properties  remain  to  be  assessed  at  market 
value.  Because  of  this,  they  are  included  here  for 
reference  use  only. 
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TABLE  IV 


DISTRIBUTION  PIPE  LINE  COST  RATES 


LOW  PRESSURE  LINES 

HIGH  PRESSURE  LINES 

PIPE  SIZE 

TOTAL 

PIPE  SIZE 

TOTAL 

(inches ) 

COST  -  FOOT 

(inches ) 

COST  -  FOOT 

1 

$  0.48 

3/4  -  1 

$  0.84 

2 

0.  89 

11/4-1  1/2 

1.06 

3 

1.31 

2-21/2 

1.17 

4 

1.69 

3 

1.63 

5 

2.05 

4-41/2 

2.06 

6 

2.  41 

5-5  5/8 

2 .60 

8 

2.90 

6-6  5/8 

3.10 

10 

3.  71 

8 

3.  84 

12 

4.59 

10 

4.  89 

14 

5.61 

12 

5.96 

16 

6.64 

14 

6.76 

18 

7.64 

16 

7.54 

20 

8.67 

18 

9.76 

22 

9.71 

20 

12.05 

24 

10 . 75 

22 

13.06 

26 

11.74 

24 

14.11 

28 

12.78 

26 

15.12 

30 

13. 82 

28 

16.13 

32 

14 . 82 

30 

17.16 

34 

16 . 87 

32 

17.65 

34 

18.09 

36 

19.21 

NOTE  : 


The  above  cost  factors  include 
wrapping,  taxes  imposed  by  the 
governments  and  installation, 
being  developed  and  these  will 
available . 


costs  of  coating, 
Federal  and  Provincial 
New  factors  are 
be  supplied  when 


Source:  The  Assessor's  Handbook  of  Cost  Factors,  section  6-C, 


p.  17  (Rev.  1/66) 
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Notification 


By  July  1st  of  each  year,  the  pipeline  company 
notifies  the  assessment  commissioner  for  each  reqion 
of  the  age,  length  and  diameter  of  all  its  transmission 
pipelines  within  each  municipality  as  of  June  1st  of  that 
year.  (The  Assessment  Act,  section  33(2)). 

Calculation 

After  the  statutory  values  have  been  determined  by 
the  assessor,  the  next  step  is  to  multiply  this  assessed 
value  by  the  municipality's  provincial  equalization  factor 
in  order  to  reduce  the  assessed  value  to  the  level  of 
assessment  in  use  locally.  (The  Assessment  Act,  section  33 
(5)  .  ) 


Rate  Review. 

The  rate  set  out  in  section  33  of  the  Assessment  Act 
shall  be  reviewed  by  the  Minister  in  the  year  1971  and  every 
third  year  thereafter,  and  in  any  such  year  the  Lieutenant 
Governor  in  Council  may  by  regulation  amend  or  re-enact 
the  table  or  rates  set  out  in  the  section.  (The  Assessment 
Act  1968-69,  section  33(15).). 

4 .  Special  Provisions 

1.  Descending  Assessment  Provision:  A  special 
descending  assessment  provision  is  stated  in  section  84. 

This  section  provides,  "Notwithstanding  any  general  or 
special  Act,  all  machinery  and  equipment  used  for  pro¬ 
ducing  power  for  sale  is  liable  to  assessment  for  the 
percentage  of  the  amount  at  which  it  is  valued  under  this 
Act  as  follows: 

"1.  In  the  year  1970  for  taxation  in  the  year 


1971  at  80  per  cent. 
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"2.  In  the  year  1971  for  taxation  in  the  year 

1972  at  60  per  cent. 

"3.  In  the  year  1972  for  the  taxation  in  the  year 

1973  at  40  per  cent. 

"4.  In  the  year  1973  for  taxation  in  the  year 

1974  at  20  per  cent.  R.S.O.  1970,  c.32  s.84." 


The  applicability  of  this  section  to  pipeline  trans¬ 
mitters  is  established  in  Northern  and  Central  Gas  Company 
Ltd,  and  the  Townships  of  Casimir,  Jennings  and  Appleby, 

and  the  Regional  Assessment  Commissioner,  Region  30,  June 
13-14 ,  1972 .  In  this  case,  the  judge  found  their  gas  line 
transmitters  should  be  considered  ’machinery  used  for 
producing  power  for  sale"  and  therefore  were  within  the  mean¬ 
ing  of  section  84. 


2.  Depreciation :  Beyond  equalization,  the  next 
step  is  to  apply  a  depreciation  allowance  at  the  rate  of 
5%  of  the  equalized  assessed  value  for  each  three  years 
of  pipe  age,  calculated  on  a  straight  line  basis.  As 
provided  the  maximum  depreciation  allowance  is  55% 

(The  Assessment  Act,  section  33  (6))  This  subsection  was 
made  inoperative  by  C.79  S.96(3).  This  subsection  will 
again  be  in  force  on  the  1st  day  of  January,  1974.  (See 
1971,  c.79  s. 93  (3) ) . 

3.  Locational  Change:  A  pipeline  removed  from  one 
location  and  reinstalled  in  another  location  shall,  where 
depreciation  is  applicable,  continue  to  be  depreciated  at 
the  predetermined  rates  as  though  remaining  in  its  original 
location.  (The  Assessment  Act,  section  33  (7).j 
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4.  Abandoned  Lines:  A  pipeline  that  has  been  abandoned 
in  any  year  ceases  to  be  liable  for  assessment  effective 
with  the  assessment  next  following  the  date  of  abandonment. 
(The  Assessment  Act  1968-69  section  33(8).) 

5.  Lines  Slated"  for  Abandonment;  However,  where  a 
pipeline  has  been  constructed  and  used  for  the  transportation 
of  oil  or  gas  and  ceases  to  be  used  by  reason  of  an  order 

or  regulation  of  an  authority  having  jurisdiction  in  that 
behalf,  other  than  the  taxing  authority,  and  an  application 
to  the  proper  authority  for  permission  to  abandon  such 
pipeline  has  been  refused,  the  assessment  of  such  pipeline 
shall  be  reduced  by  20%  so  long  as  it  is  not  used  for  the 
transportation  of  oil  or  gas.  (The  Assessment  Act,  section 
33 (9)  .  ) 


6.  Limitation  of  Exemption;  Where  a  pipeline  is 
located  on,  in,  under,  along  or  across  any  highway  or  any 
land  exempt  from  taxation  under  The  Assessment  Act  or  any 
special  or  general  Act,  the  pipeline  is  nevertheless  liable 

to  assessment  and  taxation.  (The  Assessment  Act,  section  33(10).) 

7.  Cross  Municipal  Boundaries:  Where  a  pipeline  is 
placed  on  a  boundary  between  two  municipalities  or  so  near 
to  them  so  as  to  be  in  some  places  on  one  side  and  in 
other  places  on  the  other  side  of  the  boundary  line,  or 

in  a  road  that  lies  between  two  municipalities,  although 
it  may  deviate  so  as  in  some  places  to  be  wholly  or  partly 
within  either  of  them,  such  pipeline  shall  be  assessed  in 
each  municipality  for  one-half  of  the  amount  assessable 
against  it.  (The  Assessment  Act,  section  33(13).) 
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Where  a  pipeline  extends  through  two  or  more 
municipalities,  only  the  portion  or  portions  thereof  in 
each  municipality  are  liable  for  assessment  and  taxation  in 
that  municipality.  (The  Assessment  Act,  section  3|(12)  .) 

8.  Exemptions :  Generally  speaking,  no  specific 
exemptions  are  applicable. 

9.  Business  Tax:  Transmission  pipelines  are  not 

subject  to  either  local  improvement  or  business  taxes. 
However,  other  lands  and  buildings  of  the  transmission 
pipeline  company  are  liable  for  business  tax  on  the  same 
basis  as  other  privately  owned  transportation  enterprises. 
(The  Assessment  Act,  section  33  (11).  )  The  business  rate, 

applied  against  the  real  property  assessment  of  lands  and 
buildings,  is  set  at  30%  (s.7(g)  ( i i ) )  . 

II.  Issues. 


A  consensus  seems  to  prevail  that  very  few  issues 
are  raised  with  regard  to  pipeline  assessment.  This  feeling 
seems  to  indicate  that  statutory  rate  assessment  is  appropriate 
to  this  form  of  valuation,  at  least  for  the  present. 

The  Ontario  Committee  on  Taxation,  however,  questioned 
the  "appropriateness"  of  the  present  valuation  methods 
but  admitted  a  failure  to  offer  alternatives.  Since  pipelines 
traverse  long  distances,  and  over  much  of  the  route  the  tax 
revenue  that  accrues  to  local  municipalities  is  nothing  more 
than  windfall  revenue  for  which  no  services  are  provided, 
the  Committee  urged  special  recognition  in  taxing  this 
category  of  properties. 
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PART  FOUR:  UTILITIES 


This  part  of  the  lesson  consists  of  two  principal 
divisions.  Division  A  is  concerned  with  public  and  private 
utilities,  Division  B,  Hydro-Electric  Power  Commissions: 

A .  Public  and  Private  Utilities 

I.  Definition 


Special  valuation  provisions  laid  down  in  The 
Assessment  Act  with  respect  to  public  utilities  would 
appear  by  court  interpretation  of  the  legal  wording  to  be 
confined  to  the  utilities  of  local  authorities,  including 
those  run  by  a  municipal  corporation  directly  or  by  any 
of  its  local  boards.  Parking  facilities  owned  by  a 
municipal  corporation  or  a  municipal  parking  authority 
are  included  by  statutory  definition.  Other  examples  of 
such  utilities  are  local  hydro-electric  and  gas  commissions, 
water  departments,  public  transportation  commissions  and 
municipal  telephone  companies. 

"Public  utility"  was  defined  by  The  Municipal 
Affairs  Act  to  mean"  ...  a  water  works,  gas  works, 
including  works  for  the  transmission,  distribution  and 
supply  of  natural  gas,  electric  power  or  distribution  of 
electric  light,  heat  and  power,  a  telephone  system,  a 
street  or  other  railway  system,  a  bus  or  other  transportation 
system  or  any  other  works  or  system  for  supplying  the 
inhabitants  generally  with  necessaries  or  conveniences  that 
are  vested  in  or  owned,  controlled  or  operated  by  a 
municipality  or  municipalities  or  by  a  local  board.  (The 
Municipal  Affairs  Act,  section  1(g)) 
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II.  The  Basis  of  Assessment 


(1)  Land 


The  basis  of  .assessment  for  land  is  that  which  "the 
assessed  value  of  the  land  according  to  the  average  at  which 
lands  are  assessed  in  the  municipality  and  the  assessed 
value  of  such  buildings,  would  produce."  (The  Assessment  Act, 
section  35(3)).  This  definition  was  amended  from  earlier 
versions  which  used  the  words  "vicinity"  and  "locality". 

It  was  argued  that  by  substituting  "municipality"  for 
"locality",  the  basis  for  comparison  of  property  values 
would  become  more  precise.  Unfortunately,  operational 
problems  associated  with  the  mechanics  of  arriving  at 
average  land  values  as  cited  for  railways  seem  to  remain. 

( 2 )  Buildings 

Buildings,  on  the  other  hand,  are  to  be  assessed  at 
market  value  in  the  normal  manner. 

No  machinery  or  equipment  is  assessable  nor  is  any 
substructure  or  superstructure  except  where  it  forms  an 
integral  part  of  the  building  or  where  it  is  occupied  by  a 
tenant  or  lessee.  (The  Assessment  Act,  section  35(10).) 

( 3 )  Municipal  Telephone  Companies 

These  are  assessable  in  the  same  manner  as  privately 
owned  companies  in  accordance  with  section  304a  of  The 
Municipal  Act,  (The  Assessment  Act,  section  35(12))  This 
means  that  a  5%  straight  tax  is  imposed  on  the  gross 
receipts  of  these  companies. 
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III.  Assessment  Procedure 

1 .  What  is  Assessable 

Utility  and  transportation  companies  may  be  either 
privately  or  publicly  owned: 

(a)  Public  Utilities:  The  land  and  buildings  of  those 
companies  which  supply  water,  heat,  light  and  power  to  muni¬ 
cipalities,  or  companies  operating  transportation  systems 
and  companies  distributing  gas  by  pipeline,  are  assessable. 

(b)  Privately  Owned  Utilities:  All  structures, 
machinery  and  fixtures,  whether  situated  or  not  on  a  highway, 
street,  road,  lane  or  other  public  place,  are  assessable  so 
long  as  they  are  in  actual  use. 

2 .  Assessment  Technique 

Properties  that  are  privately  owned  are  assessed  at 
market  value  in  accordance  with  subsection  1  of  section  27 
of  The  Assessment  Act. 

Publicly  owned  properties  are  assessed  according  to 
the  average  value  at  which  lands  are  assessed  in  the  municipality. 
While  all  publicly  owned  utilities  and  transportation  systems  are 
exempt  from  municipal  taxation,  they  do,  in  fact,  make 
payments  in  lieu  of  taxes  based  on  the  assessed  value  of  their 
holdings.  An  explanation  of  this  form  of  tax  substitute 
may  be  found  in  issue  8,  Aspects  (Summer,  1972)  by 
H . S .  Cummings ) . 

3 .  Exemptions 

All  machinery  of  public  owned  utilities  is  exempt 
from  assessment  except  in  cases  where  a  substructure  or 
superstructure  forms  an  integral  part  of  a  building. 

(The  Assessment  Act,  section  35(10)).  But  this 
exemption  becomes  null  and  void  if  any  part  of  any  works 
structure,  substructures  or  superstructures  is 
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occupied  by  a  tenant  or  lessee.  (The  Assessment  Act,  section 
35(11).)  If  the  tenant  or  lessee  is  liable  to  taxation, 
the  land  in  question  shall  be  assessed  in  the  same  way  as 
if  the  land  was  owned  by  the  tenant  or  lessee.  (Section  3(9)). 

4 .  Business  Assessment 

In  all  cases  respecting  utility  and  transportation 
companies,  whether  privately  or  publicly  owned,  any  portion 
subject  to  a  business  assessment  is  subject  at  the  rate  of 
30%  of  assessed  value. 

5 .  Local  Improvement  Assessment 

Nothwithstanding  section  62  of  The  Local  Improvement 
Act,  utility  commissions  shall  pay  local  improvement 

taxes . 

IV .  Issues 

The  operation  of  municipal  utilities  is  not  always 
confined  within  the  boundaries  of  a  single  municipality. 

Often,  contractual  arrangements  or  the  decision  of  joint 
boards  or  commissions  will  extend  the  operation  into  two 
or  more  municipalities.  Under  this  condition,  the  source 
of  operation  may  be  different  from  the  source  of  revenue, 
and  by  reason  of  this,  introduces  inecruity  in  revenue  yield. 

B .  Hydro-Electric  Power  Commission  Property 

I .  What  is  Assessable 

All  land  and  buildings  of  the  Hydro-Electric  Power 
Commission  are  assessable  in  the  municipality  in  which  they 
are  situated.  In  addition,  generator  and  transformer 
stations  are  assessable  according  to  a  statutory  rate. 
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II .  Exemptions 

Like  public  utilities,  exemption  from  taxation  is 
extended  to  machinery,  structures,  substructures,  super¬ 
structures,  rails,  ties,  poles,  lines  and  easements.  (As 
a  rule,  right-of-way  is  owned  by  the  Commission  and  easements 
are  leased) . 

Moreover,  Hydro  Commission  property  is  not  subject 
to  taxation  for  municipal  or  school  purposes,  except  for 
local  improvements. 

III .  Assessment  Method 

(1)  Land  and  buildings  owned  by  the  Ontario  Hydro- 
Electric  Commission  are  assessable  according  to  the  average 
value  of  land  in  the  locality  and  the  assessed  value  of  such 
buildings.  The  word  "locality"  remains  in  The  Power  Commission 
Act  not- withstanding  its  replacement  in  The  Assessment  Act 

by  the  term  "vicinity".  (The  Power  Commission  Act,  R.S.O.  1960- 
61,  c.  78,  Section  48(2)  as  amended.) 

(2)  Transformer  and  Generating  Buildings  are 
assessed  at  a  statutory  rate  of  $8  per  square  foot,  based 
on  the  inside  floor  area.  This  figure  is  then  multiplied 
by  the  current  equalization  factor  to  arrive  at  a  final 
assessed  value. 

IV.  Assessment  Administration 

Ontario  Hydro  properties  were  formerly  assessed  by 
the  Provincial  Government  rather  than  municipal  assessors. 

As  a  consequence  of  provincial  assessment,  these  properties 
are  now  valued  by  the  Assessment  Division  of  the  Ministry 
of  Revenue  through  its  regular  field  organization. 

While  Commission  property  is  exempt  from  ordinary 
taxation,  the  Commission  makes  payments-in-lieu  of  taxes 
to  municipalities  based  on  the  total  assessed  value  of  their 
holdings,  properly  adjusted  by  the  provincial  equalization 
factor  used  in  that  year.  (The  Power  Commission  ?ct,  section 
48  (3)  as  amended) . 
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Appeal s .  The  municipality  or  the  Commission  may 
appeal  to  the  Ontario  Municipal  Board  against  the  valuation 
and  a  notice  of  appeal  is  sent  by  the  party  appealing,  by 
registered  mail,  to  the  Secretary  of  the  Board  within 
twenty-one  days  after  the  notice  of  the  valuation  has  been 
delivered  by  mail.  (The  Power  Commission  Act,  section  48 

(11) .)  Upon  receipt  of  a  notice  of  appeal  the  Secretary  of 
the  Ontario  Municipal  Board  arranges  a  time  and  place  for 
hearing  the  appeal  and  notifies  all  parties  concerned  at 
least  fourteen  days  before  the  hearing.  (Ibid.,  section  48 

(12)  ) . 

The  O.M.B.  upon  appeal  shall  determine  the  amount  at 
which  the  property  in  question  shall  be  valued  and  the 
Board's  decision  is  final.  (Ibid.,  section  48  (13).) 

Business  Assessment 

(1 )  Land  And  Buildings 

The  commission  also  makes  payments-in-lieu  of  business 
assessment  at  a  rate  of  60%  on  all  land  owned  by  the  Commission, 
all  buildings  used  exclusively  for  executive  and  administrative 
purposes,  generating  stations  and  transformer  stations. 

(2 )  Retail  Outlets 

In  addition,  on  land  and  buildings  owned  by  the  Com¬ 
mission  for  carrying  on  the  business  of  selling  retail 
electrical  goods,  supplies  or  appliances,  there  is  a  business 
assessment  of  40%  in  1970,  45%  in  1971  and  50%  in  1972, 
and  thereafter. 

( 3 )  Dual  Purpose  Premise 

In  the  case  of  a  Commission  building  used  both  for 
executive  and  administrative  purposes  and  for  retail  outlet, 
business  assessment  is  determined  by  the  "chief  or  pre¬ 
pondering  business  ...  so  carried  in  or  on  such  premises". 

(The  Assessment  Act,  section  7^(7).) 
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V.  Operating  Problems 

From  the  assessment  method  outlined  earlier,  it  seems 
clear  that  valuing  Hydro  right-of-way  is  the  crux  of  our 
assessment  problem.  Existing  practice  is  predicated  on 
abutting  land  valuation.  This  is  done  by  taking  all  taxable 
land  in  the  "vicinity"  or  "locality"  of  a  given  right  of  way 
and  arriving  at  an  average  value.  Given  the  method's  cumber¬ 
some  nature,  some  assessors  have  argued  for  its  modification 
or  change.  Short  of  this,  a  more  precise  definition  of 
"locality"  (or "municipality " )  for  the  purpose  of  average  land 
value  determination  would  be  welcome. 

PART  FIVE:  MINES 


Ontario  mines  have  been  exempted  from  property  and 
business  taxation  on  their  mine  structures  and  the 
mineral  content  of  their  land  for  a  period  of  some  sixty 
years.  During  this  period  they  were  required  to  pay  special 
taxes  on  their  mining  profits  to  the  Province  and  for  a 
period  of  time  to  the  municipalities.  Profit  taxes  paid  to 
a  municipality  were  recouped  by  the  mines  through  a  deduction 
from  the  provincial  mining  profits  tax.  For  the  years  that 
the  mines  were  not  required  to  pay  municipal  profit  taxes, 
the  Province  made  payments  to  the  mining  municipalities 
which  roughly  compensated  for  the  loss  of  revenue  resulting 
from  the  municipal  property  and  business  tax  exemption  for 
mines . 

In  1952,  the  Province  abolished  the  ad  hoc  system  of 
making  supplemental  payments  to  mining  municipalities  and 
adopted  the  plan  now  in  use  whereby  payments  are  made  to 
designated  mining  municipalities  on  a  uniform  basis  in 
accordance  with  a  fixed  formula  which  was  based  on  Regulation 
104/67  under  The  Assessment  Act.  Under  the  regulation,  the 
City  of  Sudbury  and  fifty-nine  towns ,  villages ,  townships 
and  improvement  districts  are  designated  as  mining  municipalities. 
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including  some  municipalities  in  which  there  are  resident 
miners  but  no  mines.  Certain  regulations  for  computing  the 
payments  have  been  changed  from  time  to  time  since  1952, 
including  a  major  revision  in  1967,  but  the  general  principles 
remain  unchanged.  The  1967  change  effected  a  substantial 
increase  in  general  payments,  in  addition  to  making  adjust¬ 
ments  that  become  necessary  upon  the  adoption  of  new  tech¬ 
niques  for  calculating  assessment  equalization  factors  by 
the  Ministry  of  Revenue.  In  1970,  further  changes  were  made 
by  Ontario  Regulations  399/70  to  provide  increased  scope  for 
mining  grants. 

I .  The  Basis  of  Assessment 

Real  Property.  The  assessment  of  profits  from  a  mine 
or  mineral  work  or  mining  work  shall  be  deemed  to  be  real- 
property  assessment  and  the  taxes  payable  with  respect  to 
such  assessment  are  a  lien  upon  all  lands  in  the  municipality 
of  the  person  liable  for  payment  of  such  taxes.  (The  Assessment 
Act,  R.S.O.  1970,  c.  32  section  28(5)  ). 

II .  Assessment  Procedures 

( 1 )  What  is  Assessable 

(1)  Land  and  buildings  owned  by  mining  companies 

but  not  directly  involved  in  mining  operations  are  assessable. 
These  include  of f ices , bunkhouses ,  fire  halls,  etc. 

(2)  Concentrator  or  smelter  of  ore  or  metals,  includ¬ 
ing  the  foundations  on  which  thev  resfis  exempt  from  real 
property  taxation .  (Section  3(17)).  Beginning  in  1969,  land 
associated  with  concentrator  or  smelter  is  made  assessable 
for  business  assessment  at  60%  of  the  assessed  value  provided 
that  they  are  used  for  "obtaining  minerals  from  the  ground". 

The  section  further  directs  that  (in  establishing  the  real 
property  basis)  the  assessor  shall  determine  the  land  that 

is  reasonably  necessary  for  the  purposes  of  such  concentrator 
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or  smelter.  (Section  7  (d) ) . 

3.  Petroleum  mineral  rights  in  the  lands  which  have 
been  or  are  reserved  to  the  grantor  shall  be  assessed  at 
their  market  value.  (The  Assessment  Act,  section  28(3).) 

Ill .  Exemptions 

1.  Building  and  Machinery:  The  buildings,  plant  and 
machinery  in,  on  or  under  mineral  land  only  to  the  extent 

and  in  the  proportion  that  such  buildings,  plant  and  machinery 
are  used  for  the  obtaining  of  mineral  from  the  ground,  and 
the  minerals  in,  on,  or  under  such  land  other  than 
diatomaceous  earth,  limestone,  marl,  peat,  clay,  building 
stone  or  stone  for  ornamental  or  decorative  purposes  or 
non-aur if erous  sand  or  gravel,  but  not  including  a  concentrator 
or  smelter  of  ore  or  metal  are  exempt.  (.R.S.O.  1970,  c32, 
s.  3;  1971  c.  79  s. 2) . 

2.  Smelter  or  Concentrator:  The  machinery  and  equip¬ 
ment  used  for  the  purposes  of  a  concentrator  or  smelter  of 
ore  or  metal  are  exempt.  (Section  3(17)).  The  scope  of  this 
exemption  extends  only  to  the  machinery  for  the  purposes  of 
a  concentrator  or  smelter  of  ore  or  metal  and  does  not 
include  the  structure  which  encloses  it. 

3.  Mineral  Lands:  Lands  being  either  directly 
mined  or  held  for  mineral  content  is  also  exempt. 

Minerals  as  such  are  not  assessable,  (Re:  Toronto 
Suburban  Railway  and  Toronto  (1922),  52,  O.L.R.655)  nor 
is  the  holder  of  an  unpatented  mining  claim  liable  to 
assessment  (The  Mining  Tax  Act.  R.S.O.  1950,  c.  237). 

But  land  (and  land  includes  the  underlying  minerals)  may 
be  assessed  when  both  are  under  one  ownership.  However, 
once  the  mining  rights  become  severed  from  the  surface 
rights  in  the  same  land,  the  mining  rights  are  not  assess¬ 
able  (Headrich  v.  Calabogie  Mining  Co.  Ltd.  (1953)  O.W.N 
761;  Tisdale  Township  v.  Cavana  (1942),  S.C.R.  384  4  D.L.R. 

65);  and  such  estates  are  to  remain  separate  estates  for 
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purposes  of  taxation  notwithstanding  that  the  titles 
to  such  estates  later  become  vested  in  one  owner. 

(The  Assessment  Act,  28  (7),  also  R.S.O.  1960,  c.  23, 
s .  35  (8  -  14) )  . 

IV.  Business  Assessment 


Land  occupied  or  used  for  the  purpose  of  or  in 
connection  with  the  business  of  a  concentrator  or  smelter 
that  is  also  used  for  obtaining  minerals  from  the  ground 
is  subject  to  a  business  assessment  at  a  rate  60%  of  the 
assessed  value  (Section  7  (d) ) . 

PART  SIX:  GOLF  COURSES 

The  "golf  course  principle"  is  a  form  of  fixed 
assessment  which  originated  as  a  form  of  partial  exemption 
for  industrial  properties.  Briefly,  the  "principle" 
permits  a  local  municipality  to  enter  into  an  agreement 
with  owners  of  a  golf  course  under  which  the  owner  may 
pay  municipal  and  school  taxes  based  on  a  fixed  amount. 
When  for  any  reason  the  agreement  relating  to  all  or 
part  of  the  property  is  terminated,  the  owner  has  the 
choice  of  selling  that  land  to  the  municipality  for  the 
amount  of  its  fixed  assessment  or  of  paying  the  full 
amount  of  taxes  that  would  have  been  payable  had 
there  been  no  fixed  assessment,  together  with  interest 
at  4%  per  year. 

However,  this  "golf  principle"  does  not  extend  to 
buildings  or  structures  on  the  property  or  to  the  land 
on  which  they  are  situated.  One  evident  purpose  of  fixed 
assessment,  it  seems,  is  to  hold  greenbelt  land  in  urban 
areas  to  enhance  the  environment. 
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This  golf  course  legislation  has  two  interesting 
features.  First,  it  has  an  element  of  flexibility.  From 
the  municipal  side,  the  length  of  term  is  specified  in  the 
agreement,  i.e.  subject  to  the  continuing  use  of  the 
property  as  a  golf  course.  From  the  owner's  perspective, 
the  agreement  can  be  terminated  at  the  end  of  any  given 
year,  on  six  month's  notice.  Secondly,  as  might  be 
expected,  the  municipal  treasurer  maintains  a  cumulative 
record  of  the  revenue  loss  that  exists  at  each  stage 
of  the  agreement,  and  this  facilitates  the  budgetary 
process . 


This  "golf  course  principle"  is  brought  into 
public  debate  following  the  programme  of  province-wide 
market  value  assessment.  As  expressed  by  golf  course 
owners,  the  problem  was  that  taxes  based  on  market 
value  assessments  could  potentially  increase  to  the  point 
where  operation  of  a  golf  course  was  not  economically 
viable.  This  raised  the  concern  that  both  the  game  of 
golf  and  large  tracts  of  open  space  might  rapidly 
disappear  in  Ontario. 

The  current  Section  31  of  The  Assessment  Act 
permits  a  municipality  to  enter  into  an  agreement  with  the 
owner  of  a  golf  course  under  which  he  would  pay  taxes 
based  on  a  fixed  assessment  agreement.  However,  the  prin¬ 
ciple  has  failed  to  attract  wide  participation,  particularly 
in  areas  of  high  land  value;  in  fact,  only  25  of  475  golf 
courses  in  Ontario  have  entered  such  agreements  to  date. 

The  failure  stems  from  certain  weaknesses  in  the  legislation, 
the  most  important  being: 

(a)  the  owners  cannot  obtain  agreements  in  some 
municipalities  and  have  no  right  of  appeal  to  a  higher 
authority  for  relief. 
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(b)  the  accruing  taxes  and  interest  threaten  a 
substantial  portion  of  an  owner's  equity  if  he  holds  the 
land  in  golf  use  for  an  appreciable  length  of  time.  A 
Committee  on  Golf  Course  Assessment  and  Taxation  was 
subsequently  appointed  by  the  Minister  of  Municipal 
Affairs  to  study  the  problem.  The  members  of  the  Com¬ 
mittee  examined  two  major  approaches  to  this  problem 
within  the  context  of  their  objectives:  to  relieve  tax 
pressures,  and  to  preserve  open  space. 

The  first  approach  involved  the  implementation  of 
a  specific  golf  course  zoning  bylaw  which  might  make  the 
market  value  of  golf  course  land  commensurate  with  its 
use  and  with  the  income  derived  from  that  use. 

However,  there  was  some  concern  about  adopting 
this  approach;  it  was  felt  that  zoning,  as  presently  practised, 
would  not  be  rigourous  enough  to  maintain  land  in  golf  course 
use.  Consequently,  it  was  decided  that  fixed  assessment 
agreements  be  retained  with  the  following  revisions.  First, 
the  Committee  recommended  that  a  ten  year  limitation  period 
be  placed  on  golf  courses,  after  which  the  deferred  taxes 
and  interest  would  cease  to  accumulate,  and  that  the 
period  be  taken  as  the  first  ten  years  of  the  agreement. 

Second ,  it  was  recommended  that  golf  course  owners  should 
have  the  right  of  appeal  to  the  Ontario  Municipal  Board 
where  municipalities  refuse  to  enter  fixed  assessment 
agreements . 

In  addition,  the  Committee  recognized  the  potential 
benefits  of  zoning  and  recommended  that  the  legislation 
require  golf  course  land  to  be  zoned  as  golf  course  prior 
to  obtaining  a  fixed  assessment  agreement. 
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I.  Assessment  Procedure 


1 .  What  is  Assessable 

Both  the  land  and  buildings  of  a  golf  course  are 
assessable.  However,  it  is  possible  for  a  local  municipality 
to  enter  into  an  agreement  with  the  owner  of  a  golf  course 
whereby  municipal  and  school  taxes  are  paid,  based  on  a 
fixed  assessment  of  the  land. 

2 .  Valuation  Method 

Land  and  buildings  of  a  golf  course  are  assessed 
at  market  value  according  to  section  27  of  The  Assessment 
Act.  Even  when  provision  for  a  fixed  assessment  has  been 
made,  it  does  not  extend  to  buildings,  or  structures  or 
the  land  on  which  they  are  situated: 

"...the  golf  course  shall  be  assessed  each  year 
as  if  it  did  not  have  a  fixed  assessment."  (The  Assessment 
Act,  section  31  (2)  (a)  .) 

3 .  Fixed  Assessment  Administration 

Fixed  Assessment  is  accomplished  in  three  major 

phases : 

(1)  "The  treasurer  shall  calculate  each  year  what 
the  taxes  would  have  been  on  the  golf  course  if  it  did 
not  have  a  fixed  assessment."  (The  Assessment  Act,  section 
31  (2)  (b)  .) 

(2)  If  a  golf  course  makes  payments  based  on  a  fixed 
assessment,  the  treasurer  of  the  municipality  keeps  a  record 
of  the  difference  between  the  taxes  paid  each  year  and  the 
taxes  that  would  have  been  paid  if  the  fixed  assessment  was 
not  in  effect;  and  the  treasurer 

"...shall  debit  the  golf  course  with  this  amount 
each  year  during  the  term  of  the  agreement  and  shall  add 
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to  such  debit  on  the  1st  day  of  January  in  each  year  such 
interests  as  may  be  agreed  upon  on  the  aggregate  amount  of 
the  debit  on  such  date."  (The  Assessment  Act,  section  31 
(2)  (c)  .) 


3.  "The  taxes  paid  on  the  fixed  assessment  shall  be 
distributed  among  the  bodies  for  which  the  municipality  is 
required  to  levy  in  the  proportion  that  the  levy  for  each 
body  bears  to  the  total  levy." (The  Assessment  Act, section 
31(2) (d) ) 

4 .  Procedural  Provisions 

(1)  Fixed  Assessment  Agreement  to  be  Registered 

The  Assessment  Act  provides  that  "Every  agreement 
shall  be  registered  in  the  registry  office  or  land  titles 
office,  as  the  case  may  be,  in  the  county  in  which  the  golf 
course  or  any  part  thereof  is  located."  (The  Assessment  Act, 
section  31(3) . ) 

( 2 )  Two  Separate  Assessment  Notices  Required 

Under  this  provision,  one  assessment  notice  is  for 
the  fixed  assessment  on  the  land  of  the  course  proper,  and 
one  assessment  notice  is  for  the  remaining  land  and  clubhouse 
which  does  not  form  part  of  the  fixed  assessment  agreement. 

II .  Business  Assessment 

Golf  Courses  which  have  obtained  a  non-profit  charter 
from  the  Province  are  not  subject  to  business  assessment. 
However,  private  membership  clubs  which  do  not  have  a  non¬ 
profit  charter  are  subject  to  a  business  assessment  imposed 
on  their  "Pro  Shop",  restaurant  and  bar  at  a  rate  of  30% 
of  assessed  value.  (The  Assessment  act,  section  7,  (j).) 
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III.  Discussions 


1 .  Some  Examples  of  Golf  Course  Assessment 

In  York  County,  the  assessors  valued  golf  course 
land  on  an  acreage  basis  only,  using  as  a  guide  the  average 
1967  sales  of  large  tracts  of  vacant  land  near  the  golf 
courses.  In  Mississauga  and  Peel  Counties  a  similar 
method  is  used,  based  on  recent  sales  of  large  vacant 
tracts,  to  which  was  added  an  additional  amount  for  each 
green  only,  irrespective  of  location.  One  of  the  most 
important  problems  is  the  lack  of  guidelines  concerning 
methods  used  from  year  to  year  to  arrive  at  assessed 
values . 


At  the  same  time,  it  has  been  argued  that  because 
of  their  aesthetic  and  recreational  values, golf  courses 
must  be  assessed  as  to  their  "present  use  value"  or 
their  resale  value  as  golf  courses,  and  not  according  to 
the  value  of  surrounding  lands  or  according  to  the  principle 
of  assessment  at  "the  highest  and  best  use".  If  "the 
highest  and  best  use"  principle  is  adopted,  then  assessors 
must  use  the  value  of  surrounding  lands;  and  if  those  lands 
happened  to  be  zoned  for  highrise  apartment  buildings, 
the  threat  to  golf  courses  would  be  obvious. 

2 .  Alternative  Methods  of  Valuation 

(1)  Some  students  of  golf  course  assessment  have 
suggested  that  section  27(3  and  4)  of  The  Assessment  Act 
which  deals  with  the  special  assessment  of  farms  might 
provide  an  answer.  In  this,  the  suggested  principle  is 
that  in  the  assessment  of  golf  courses,  consideration 
should  be  given  to  the  market  value  of  such  greens  and 
buildings  for  golfing  purposes  only:  and  in  determining 
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such  market  value  consideration  shall  not  be  given  to  sales 
of  lands  and  buildings  to  persons  intending  to  use  these  in 
ways  other  than  as  golf  courses. 

(2)  The  second  potential  approach  is  the  income 
approach .  This  approach  is  suggested  because  of  the 
scarcity  of  bona  fide  sales  of  golf  courses,  and  the 
widely  varying  scale  of  costs  encountered  in  the  cost 
approach.  This  approach,  however,  cannot  be  easily  applied 
to  the  valuation  of  non-profit  courses. 

(3)  The  third,  and  most  probable  approach  is  the 
"Golf  Committee"  alternative  which  seems  to  accommodate  the 
various  advantages  inherent  in  the  "Golf  Course  Principle". 
Aside  from  the  summary  cited  in  the  introduction  of  this 
part  of  the  lesson,  full  text  copies  of  the  committee 
report  may  be  obtained  from  the  Ontario  Government  Bookstore, 
880  Bay  St.  Toronto. 

PART  SEVEN:  COMMUNICATIONS  INDUSTRY 


Telephone  and  Telegraph  Companies 

1.  Market  Value  Assessment.  The  land  and  buildings 
of  telephone  and  telegraph  companies  are  assessed  as  real 
property  at  market  value  in  the  municipality  where  they  are 
situated,  under  the  provisions  of  section  27  of  The 
Assessment  Act. 

2.  Business  Assessment.  Land  and  buildings  of 
telephone  and  telegraph  companies  are  also  subject  to  a 
business  tax  at  a  rate  of  30%  of  assessed  value  (sec.  7 
(g)  ) 

3.  5%  Straight  Tax  on  Gross  Receipts.  In  all 
municipalities  an  additional  levy  is  also  made  on  the  total 
amount  of  gross  receipts  collected  by  a  telephone  or  tele¬ 
graph  company  each  year.  The  total  amount  of  taxes  levied 

in  any  year  is  equal  to  5%  of  the  total  gross  receipts  collected 
in  that  municipality.  (The  Municipal  Act,  section  304a). 


SPECIAL  ASSESSMENTS 


A  TABULATED  SUMMARY 


SPECIAL 

PURPOSE 

PROPERTY 

TYPE 

PREDOMINANT 

APPLICABLE 

LEGISLATION 

ASSESSMENT 

METHOD 

ASSESSABILITY 

EXEMPTIONS  ' 

ASSESSMENT 

PROCEDURE 

BUSINESS 

ASSESSMENT 

SPECIAL 

PROVISIONS 

Railways 

The  Assessment  Act, 
S.  7(10),  38 

Notional  sales, 
abutting  land 
assessment  & 
statutory 
rating 

Railway  real  property 
rights-of-way  & 
commercial  telegraph 
wires  and  poles 

(1)  Operational 
facilities 

(2)  From  other 
assessment 
except  local 
improvement 
and  hotel 

business  assessmen 

railways  notifies 
Property  holding 
by  Feb.  1,  every 
year;  local  i 

improvement  Tax 
applicable. 

Hotels  and 
commercial  steam 
at  30%  of 
assessed  value. 

De  facto  exemption 
wire  mileage,  by 

The  Municipal  Act, 
s.  304a 

Transmission 
Pipe  Lines 

The  Assessment  Act, 
S.  32(2),  33,  34; 

The  Energy  Act, 

1964,  S.  1,  para.  7 

Statutory 
rating  and 
real  property 

Pipe  lines  and  ! 

compressor,  etc., 
real  property 

NONE 

Pipe  line  company 
notifies  length 
and  size  of  pipes 
by  July  1,  every 
year;  local 
improvement  Tax 
applicable. 

Applicable  only 
to  lands  and 
buildings  of 
pipe  line 
company . 

Depreciation  rates 
and  different  | 

distribution  pipe 
line  rates.  i 

Utilities 
(Public  and 
Private) 

The  Assessment  Act, 
S.  3,  para.  9,  35; 

Abutting  land 
assessment  and 
real  property 

Land  and  buildings 

All  machinery 
except  when 
forming  an 
integral  part  of 
a  building  but 
tenancy  or  lease 
voids  exemption. 

Market  value 
assessment  and 
abutting  land 
value  assessment 
local  improvement 
assessment 
applicable. 

30%  where 
applicable 

NONE 

Hydro- 

Electric 

Power 

Commission 

Property 

The  Power  Commiss¬ 
ion  Act,  S.  48 
overrides  Section 

32  of  The 

Assessment  Act. 

Real  property 
and  statutory 
rating. 

Land  and  buildings; 
generating  and 
transformer 
stations 

As  above; 
grant-in-lieu 
of  taxes 

Abutting  land 
assessment; 
statutory  rating 
applicable  to 
generating  and 
transformer 
station. 

60%  where 
applicable 

NONE  | 

Mines 

The  Assessment  Act, 
S.  28,  72(2) 

Real  property 

Land  and  buildings; 
concentrators  and 
smelters;  petroleum, 
mineral  rights. 

All  facilities 
connected  with 
mining  operations 
land  being  mined 
or  held  for 
mineral  content. 

Notification  of 
realty  holdings 
?  proceeds  in  the 
normal  manner. 

60%  where 
applicable  to 
smelters  and 
concentrators. 

Mining  profits  tax  ! 

Golf  Courses 

The  Assessment  Act, 
S.  31 

Fixed  assess¬ 
ment  and 
real  property 

Land  and  buildings 

NONE 

Fixed  assessment 
to  be  registered; 
two  separate 
assessment  notices 
required,  one  for 
fixed  assessment 
and  one  for 
buildings  and 
land. 

30%  where 
applicable  to 
buildings  of 
private  clubs . 

NONE 

Communications 
Industry 
Telegraph  and 
Telephone 

The  Municipal  Act, 

S.  304  a 

Real  property 
(Gross  Receipt 

Land  and  building: 

s) 

All  operational 
machinery,  plant 
and  appliances 
exempted . 

Gross  receipts  in 
lunicipalities 
reported  by  March 
1? 

30%  on  land  and 
buildings  -  not 
applicable  to 
gross  receipts 

NONE  j 
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